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SUMMARY: AFP REPORT STATES SAG HAD DECIDED TO LIMIT 

PRODUCTION EVEN BEFORE THE RECENT WAR BEGAN. EMBASSY 

UNDERSTANDS FIGURE DISCUSSED AT THAT TIME HOWEVER STILL PROVIDED 

FOR TEN PERCENT INCREASE PER YEAR, ENOUGH TO REACH A LEVEL 

OF 18 MBD BY END OF 1980. YAMANI HAS ALSO OUTLINED CONFIDENTIALLY 

A SCENARIO FOR THE FUTURE WHICH WOULD CALL FOR EVEN 

MORE INTIMATE US/SAUDI RELATIONSHIP IF ME CONFLICT IS 

SETTLED AND TSR ART .-PALESTINE PROBLEM NO LONGER FOCUS OF 

OIL COUNTRY RELATIONS WITH THE WEST. WE SUSPECT 

MASSIVE FINANCIAL POWER COULD BE AS HABIT-FORMING FOR 

ARABS AS IT HAS BEEN FOR TEXANS. END SUMMARY. 

1. REFTEL SUMMARIZED AN AGENCE FRANCE PRESS DESPATCH 
QUOTING SAG OIL FIGURES (INCLUDING YAMANI) ON LEVEL OF OIL 
PRODUCTION IN FUTURE. SAG, IT CONCLUDES, PREFERS TO KEEP 

OIL IN GROUND AND PRINCE SA'UD IS QUOTED AS HAVING SAID THAT 
DECISION TO LIMIT PRODUCTION WAS MADE EVEN BEFORE THE RE- 
CENT WAR. INFERENCE IS THAT SAG WILL NOT RESUME PRODUCTION 
AT OLD LEVELS, NOR INCREASE TO ANYWHERE NEAR LEVELS NEEDED TO PREVENT 
PRICE AND SUPPLY CIRSES IN WORLD PETROLEUM INDUSTRY. 

2. WHILE NO PUBLIC DECISION HAD BEEN REACHED BEFORE WAR 
BEGAN, IT WAS CLEAR THAT SAG WAS CONCERNED ABOUT LONG- 
TERM RESOURCE PICTURE OF SAUDI ARABIA AND AWARE THAT FI 
NANCING OF ALL POSSIBLE DEVELOPMENT WOULD SIMPLY NOT 
ABSORB MONEY EXPECTED TO FLOW IN. SIMPLY TRADING INCRE- 
MENTS OF OIL, A RESOURCE OF RISING VALUE, FOR DEPRECIATING 
CURRENCIES WAS A NON-STARTER IN THE LONG RUN. BALANCED 
AGAINST THIS WAS ACKNOWLEDGEMENT BY SAG OIL FIGURES THAT 
THEY DID HAVE A RESOURCE SO MUCH NEEDED THAT THEY COULD 
NOT DENY IT TO THE WORLD MARKETS-ALTHOUGH FINAL PRODUCTION 
FIGURES WOULD OF COURSE REQUIRE MUCH HARD BARGAINING. 

USUAL DISCUSSION ON WHAT LEVELS MIGHT EVENTUALLY BE 
CHOSEN REVOLVED AROUND TEN PERCENT A YEAR INCREASE (COM- 
PARED TO ALMOST 35 PERCENT THIS PAST YEAR). IF ONE WOULD 
PRESUME HOWEVER A NINE MILLION BD LEVEL AS ORIGINALLY 
PLANNED FOR END 1973, A FIGURE OF ALMOST 18 MBD COULD BE 
REACHED BY END OF 1980, NOT FAR BELOW ORIGINAL PROJECTED NEEDS 
OF 20 MBD FOR SAUDI PRODUCTION IN WORLD MARKETS. 
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3. DURING AND SINCE WAR, YAMANI HAS DISCUSSED IN PRIVATE 
THE FUTURE OF THE US IN THE KINGDOM IF THE ME CONFLICT 
IS SETTLED AND IF SAG CAN RETURN TO PRODUCTING OIL FOR THE 
WORLD AND DEVELOPING ITS OWN INDUSTRIAL AND ECONOMIC BASES. 
UNDER SUCH CIRCUMSTANCES, YAMANI FORESEES THAT US-SAG 
RELATIONS COULD BE EVEN CLOSER THAN BEFORE, AND THAT PRO- 
DUCTION LEVELS COULD EASILY APPROACH OR EVEN EXCEED TEN PER- 
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CENT A YEAR. 

4. IN SAG'S OPINION IT IS LARGELY UP TO US HOW FAST THE 
CONFLICT IS SETTLED AND HOW COMPATIBLE THE FINAL TERMS 
ARE WITH ARAB NEEDS. IF THE PARTIES TO THE CONFLICT- 
INCLUDING THE PALESTINIANS— TURN TO NATION BUILDING AND 
ABANDON THEIR CYCLICAL HOSTILITIES THE SAG WILL BE SUS- 
CEPTIBLE TO OFFERS TO MAINTAIN PRODUCTION INCREASES 
AT A NEGOTIATED LEVEL. WE SUSPECT MASSIVE FINANCIAL POWER 
MAY BECOME AS HABIT-FORMING FOR ARABS AS IT HAS BEEN FOR TEXANS. 

AKINS 
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